MASTER  NEGATIVE  # 


COLUMBIA  UNIVERSITY  LIBRARIES 
PRESERVATION  DIVISION 

BIBLIOGRAPHIC  MICROFORM  TARGET 

ORIGINAL  MATERIAL  AS  FILMED  - EXISTING  BIBLIOGRAPHIC  RECORD 


ill 

Z.I  i 


Norm.^n  JoKri  He-n.TV 

CL  1 ' 

DhOTT  nota?>  o-n  *y 


(?rio’n. 


bhoTT  notss  on  vnon^v  and 
allism-j  a IdHeT  4o  London  chambeT  o-? 
covnrneTce^  JoviTna  Ij  lYlaTcin^  1&3S.. 

O'  lOp-  22  cv^ 

n 

^^0-  ~ ofa  volume  of  paiDplilets. 


RE15TRICTI0NS  ON  USE: 


Reproductions  may  not  be  made  without  permission  from  Columbia  University  Libraries. 


TECHNICAL  MICROFORM  DATA 


FIL  M SIZE: 


REDUCTION  RATIO: 


/O:/ 


IMAGE  PLACEMENT:  lA 


© 


DATE  FILMED 


INITIALS 


TRACKING  # : 


FILMED  BY  PRESERVATION  RESOURCES,  BETHLEHEM,  PA. 


No-S,. 

•21 


CHAPTER  XIT. 

SHORT  NOTES  ON  MONEY  AND  BI-METALLISM. 

yl  Letter  to  the  London  Chamber  of  Commerce 

Journal,  March,  1892. 

ToV^v,  M >iT\Ty  N O'T'mjTi'r' . 

Mr.  Henry  Hucks  Gibbs  on  bbtnetallism,  and  the  comparative 
cost  of  tbe  production  of  gold  and  silver. — Important  questions 
for  consideration. 

Every  one  wlio  uses  money  and  is  determined  to 
know  wkat  it  is  and  how  it  does  its  work,  should 
examine  himself  upon  some  such  questions  as  are 
contained  in  this  chapter  ; and  by  study  make  up 
his  mind  upon  them. 

There  is  nothing  easier  than  to  appear  fogged, 
to  be  fogged,  and  to  fog  others  upon  the  subject 
of  money.  At  present  there  are  no  foundation 
principles  upon  which  to  construct  the  science 
of  money. 

I wish,  with  your  permission,  to  take  the  oppor- 
tunity which  Air.  Henry  Hucks  Gibbs’s  communica- 
tion to  you  on  the  subject  at  the  head  of  this  letter 
— which  appeared  in  the  February  number  of  the 
Journal — offers,  to  address  a few  pointed  questions, 
with  the  object  of  promoting  thought  on  the  part 
of  your  readers  who  are  desirous  of  understanding 
bi-metallism,  and  will  take  a little  trouble  to  qualify 
themselves  to  form  an  opinion  upon  it. 

I.  Do  you  thoroughly  understand  the  foreign  and 
colonial  exchanges  of  gold,  silver,  and  inconvertible 
paper  ? Can  you  easily  work  them  by  means  of 
the  unit  of  weight  system  ? Do  you  see  that  these 
exchanges  between  countries  possessing  effective 
monetary  systems — that  is,  where  a paper  promise 
to  pay  the  standard  substance  is  convertible  into 
that  substance — are  the  exchanges  of  weights  of 
pure  metal  ? Do  you  perceive  the  vast  dift'erence 
between  an  effective  monetary  system  and  an  in- 
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convertible  paper  currency  in  the  efifects  upon 
current  and  deferred  obligations  ? 

II.  Are  you  prepared  to  limit  the  definition  of 
money  to  the  standard  substance  appropriated  to 
currency  purposes?  Do  you  aflSrm  that  money 
must  possess  two  factors,  the  value  factor  and  the 
currency  factor,  and  that  the  value  factor  is  of  far 
the  greatest  importance  ? 

III.  Do  you  admit  that  there  are  three  con- 
ditions attached  to  the  standard  substance  or 
measure  of  value  and  means  of  payment : — (a)  The 
substance  must  be  received  by  the  State  and  from 
the  State  in  unlimited  quantities  in  payment’  of 
obligations  to  and  by  the  State ; must  be  accepted 
by  the  State  in  unlimited  quantities  from  any  person 
or  place  : (b)  must  be  fitted  for  monetary  purposes  : 
(c)  must  be  made  unlimited  legal  tender  ? 

IV.  Do  you  thoroughly  understand  that  bi- 
metallism consists  of  treating  two  substances,  gold 
and  silver,  under  the  three  heads  just  mentioned, 
as  one  substance  only  is  treated  and  has  been 
treated  in  the  world  since  1873  ? Do  you  recognize 
that  the  essential  provision  under  the  local  dual 
standard  law  is  an  arbitrary  fixture  of  relation  by 
the  State  of  a weight  of  silver  to  a weight  of  gold, 
at  which  both  shall  be  unlimited  legal  tender? 
That  the  proportion  under  the  bi-metallic  law  of 
the  Latin  Union,  which  comprises  France,  Italy, 
Belgium,  Switzerland,  and  Greece,  is  fifteen  and  a 
half  parts  of  silver  to  one  part  of  gold,  and  that 
the  bi-metallic  law  of  the  United  States  of  America 
appoints  sixteen  parts  of  silver  to  one  part  of  gold  ? 
Do  you  know  that  in  the  six  countries  named  debts 
are  legally  payable  in  either  silver  or  gold,  at  the 
payer’s  option,  however  large  the  debt  may  be  ? 
Do  you  know  that  four  of  these  countries  carry  on 
their  international  trade  by  means  of  gold  ; that  at 
present  gold  can  be  obtained  on  a parity  with  the 
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paper  promises  to  pay  gold  in  return  for  shipments 
made  to  these  countries,  and  that  bills  pa}’able  in 
gold  in  London  can  be  obtained  from  these  countries 
for  the  goods  shipped,  without  a premium  upon  the 
gold,  in  the  paper  promises  of  these  countries  ? 

V.  Have  you  made  up  your  mind  upon  the  truth 
or  falsehood  of  these  two  propositions  ? — 

{a)  Gold  and  silver  are  different  substances. 

(6)  No  two  different  substances  can  be  exchanged 
for  any  length  of  time  on  parallel  lines  of 
quantities  or  values,  neither  can  they  be 
produced  for  any  length  of  time  upon 
parallel  lines  of  cost. 

VI.  Do  you  firmly  believe  that  it  is  intended 
that  money  should  do  its  work  by  means  of  the 
value-giving  factors  it  contains,  and  that  ordinarily 
it  does  thus  effect  its  work  ? 

VII.  Have  you  made  up  your  mind  upon  the 
question — Is  money  an^dhing  but  a commodity  ? 
Do  you  know  that  the  only  important  difference 
between  the  views  of  a mono-metallist  and  a bi- 
metallist is  that  the  former  maintains  that  money 
is  nothing  more  than  a commodity ; by  which  is 
meant  that  as  copper  and  tin  are  produced  under 
the  laws  of  barter,  so  gold  and  silver  are  produced 
under  the  laws  of  barter ; that  as  copper  and  tin 
exchange  with  each  other,  and  for  other  substances 
in  near  relation  to  the  value-giving  factors  each 
substance  contains  under  unrestricted  trade,  so  do 
gold  and  silver  and  other  commodities  exchange 
with  each  other  under  similar  provisions ; that  they 
are  produced  and  distributed  under  the  laws  of 
cost  of  production  and  supply  and  demand,  just  as 
other  substances  are : whilst  the  latter  maintain 
that  gold  and  silver,  being  taken  as  measures  of 
value  and  dealt  with  as  described  by  States  under 
the  conditions  mentioned  in  Question  III.,  prove 
exceptions  to  substances  the  production  and  dis- 
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tribiition  of  whicli  are  governed  by  tbe  laws  just 
mentioned  ? 

VIII.  Are  you  aware  that  fully  three-fourths  of 
the  annual  production  of  gold  and  silver  is  used  for 
other  'than  currency  purposes  ? 

IX.  Have  you  ever  thought  that  since  this 
country  does  not  produce  gold  or  silver  in  any 
quantities  to  speak  of,  it  pays  lor  the  gold  and 
silver  which  it  requires  for  monetary  or  other 
purposes  by  the  value-giving  factors  contained  in 
that  which  is  paid  for  these  metals  ? Have  you 
extended  this  view  to  the  annual  international  inter- 
changes of  gold  and  silver  P 

X.  Is  Senior  right  or  wrong  in  his  opinion  that 
in  any  monetary  system,  that  is  to  say,  where 
promises  to  pay  money  are  always  encash  able  when 
due  in  the  standard  substance  promised,  without 
question,  delay,  or  expense,  the  standard  metal 
does  its  work  as  though  the  whole  currency  con- 
sists of  the  standard  metal  ? 

XI.  Do  you  believe  that  in  countries  which 
possess  effective  monetary  systems  price  is  a definite 
weight  of  pure  metal,  just  as  surely  as  rates  of 
exchange  are  definite  weights  of  pure  metal,  which 
is  so  clearly  seen  by  working  the  exchanges  by 
means  of  the  unit  of  weight  system  P 

XII.  Are  you  confident  that  in  international 
interchanges  of  goods  for  goods,  &c.,  between 
countries  possessing  scientific  automatic  monetary 
systems,  the  substances  exchanged  are  as  good  as 
weighed  out  several  times  against  the  standard 
metal  before  shipment,  as  well  as  several  times 
upon  importation  into  another  country  before  final 
purchase  ? 

XIII.  Is  it  true  that  upon  a fall  in  the  gold- 
price  of  silver  in  gold-standard  countries  a rise  in 
the  silver-price  of  gold  will  take  place  in  silver- 
staiidard  countries  P 
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XIV.  Is  it  not  a fact  that,  upon  a rise  in  the 
gold-price  of  silver,  prices  of  articles  interchanged 
between  a gold-standard  country  and  a silver- 
standard  country  must  be  adjusted  to  the  changed 
relation  between  gold  and  silver  at  once  P Has  it, 
or  has  it  not,  been  clearly  demonstrated  that,  in 
consequence  of  the  higher  silver  price  of  gold  in 
silver-standard  countries  since  1878,  the  adjust- 
ment necessary  has  been  effected  by  a fall  in  the 
gold-prices  of  commodities,  &c.,  imported  from 
silver-standard  countries  P 

XV.  If  gold  and  silver  appropriated  as  money 
are  not  measures  of  value,  because  in  your  opinion 
all  instruments  of  credit  and  tokens  of  money  are 
all  money,  and  this  money  does  its  work  by  quantity 
and  not  by  value,  can  you  give  any  reason  why 
metal  should  be  used  for  money  at  allP  Why 
should  not  each  country’s  internal  and  international 
interchanges  be  conducted  through  the  intermediary 
of  judiciously  issued  paper,  the  same  to  be  legally 
appointed  the  instrument  for  the  final  liquidation 
of  debts  ? 

XVI.  Can  you  describe  the  different  effects  re- 
sulting from  the  suspension  of  the  Bank  of  Eng- 
land Charter  Act  and  the  distrust  of  a State  note  P 

XVII.  Do  you  recognize  the  incomparable  differ- 
ence between  an  effective  monetary  system  and  a 
currency  system  consisting  of  inconvertible  paper  P 
Is  not  the  essence  of  this  difference  the  value-giving 
factors  contained  in  the  metal  and  the  value-giving 
factors  contained  in  the  false  promise  to  pay  metal  P 

XVIII.  Is  it  true  that,  though  we  cannot  trace 
it,  there  is  an  annual  average  cost  of  the  production 
of  copper,  tin,  gold,  silver,  and  coals,  determined 
by  the  laws  of  barter  P 

XIX.  If  the  comparative  annual  average  cost  of 
the  production  of  gold  and  silver  is  in  the  relation 
of  eighty  parts  of  silver  to  one  part  of  gold,  and 
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the  whole  world  just  now  embraced  bi-metallism  ; 
and  if,  as  a further  condition,  money  does  its  work 
by  means  of  its  value-giving  factors,  must  it  not 
inevitably  follow,  and  that  speedily,  that  gold  would 
disappear  from  the  whole  Avorld  as  a monetary 
medium : because  the  mints  of  such  countries  as 
possess  desirable  exchangeable  properties  would  be 
loaded  up  with  silver,  and  in  all  probability  prices 
would  rise  so  that,  to  obtain  one  part  of  gold  from 
the  earth,  20,  30,  40,  60,  or  80  parts  of  silver  would 
have  to  be  given,  and  in  the  meantime  the  gold 
would  be  withdrawn  from  the  currencies  of  the 
world  at  the  proportion  fixed  by  the  bi-metallic 
law  ? 

These  questions  demand  the  most  serious  atten- 
tion of  the  world’s  rulers,  statesmen,  legislators, 
political  economists,  educationalists,  and  all  men 
engaged  in  commercial  affairs ; in  fact,  of  every  one 
wdio  is  able  to  think  about  them. 

Some  have  found  that  the  key  to  open  out  the 
whole  science  of  money  to  the  comprehension  of 
the  world,  in  a manner  it  has  never  been  understood 
before,  is  the  unit  of  weight  system  applied  to  the 
foreign  and  colonial  exchanges.  My  cases  upon 
this  system,  and  illustrative  of  these  exchanges, 
are  to  be  seen  at  the  offices  of  the  London  School 
Board,  the  offices  of  the  Keeper  of  the  British  Stan- 
dards, the  Bank  of  England  and  various  banks,  and 
at  the  City  Liberal  Club. 

Mr.  Henry  Hucks  Gibbs  may  have  studied  and 
made  up  his  mind  upon  these  questions,  the  most 
important  of  which,  bearing  upon  the  science  of 
money,  is  the  first,  that  upon  the  foreign  and 
colonial  exchano-es. 

O 

A short  time  back,  at  the  close  of  pleasant  inter- 
views and  lengthened  correspondence  with  Mr. 
Gibbs’s  associate  in  the  British  championship  of 
bi-metallism,  Mr.  Henry  Kiversdale  Grenfell,  I was 
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somewhat  surprised  to  hear  his  admission  to  me 
that  he  knows  nothing  about  the  foreign  and  colo- 
nial exchanges,  and  that  he  is  too  old  to  learn. 
For  my  part,  1 cannot  admit  that  any  one  is  entitled 
to  form  an  opinion  upon  any  form  of  metallism  for 
monetary  purposes  who  has  not  “ a masterly  skill 
in  'bullion  and  coin,”  which  is  to  be  gathered 
from  the  exchanges,  and  a knowledge  of  the 
bullion,  coin,  and  exchange  dealer’s  business.  I 
know  the  retort  which  can  be  made  on  this.  “ Is 

not  Mr.  a bi-metallist,  and  Mr. , who  is 

also  a well-known  Cambist  ? These  have  all  the 
qualifications  which  you  think  1 ought  to  possess.” 

To  which  I reply,  “ I know  Mr. , and  Mr. , 

and  Mr.  , who  are  dealers  in  money  and  the 

exchanges,  and  are  entirely  opposed  to  bi-metallisra. 
My  object  is  to  place  material  within  the  reach  of 
each  man’s  study,  so  that  he  may  be  able  to  make 
up  his  mind  for  himself  upon  this  most  important 
question  of  metallism  for  monetary  purposes.” 

I do  not  intend  to  follow  Mr.  Gibbs  through  his 
article,  “ Short  Notes  on  Money  and  Bi-Metallism,” 
in  the  February  number  of  the  Journal.  Though 
he  appears  not  to  understand  some  of  my  statements 
at  first,  he  in  the  main  gets  pretty  well  on  to  my 
meaning  : to  which,  perhaps,  some  of  the  foregoing 
questions  may  help  him  the  better  to  comprehend. 

It  is  satisfactory  to  find  in  his  paper  that,  though 
he  makes  much  of  the  quantity  theory  of  money,  he 
writes  of  it  as  a “ measure  of  value.”  The  half- 
dozen  advocates  of  bi-metallism  upon  the  Koyal 
Gold  and  Silver  Commission,  1886-9,  also  wrote  of 
it  as  a “ store  of  value.”  This,  to  my  mind,  con- 
veys the  idea  that  these  metals  contain  value-giving 
factors.  It  is  inconceivable  by  me  that  these  value- 
giving factors  will  always  bear  the  same  relation 
for  the  same  relative  weight  of  silver  to  gold.  But 
if  the  natural  production  of  the  two  metals  does 
not  permit  of  this,  must  not  any  legislation  with 
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this  object,  even  tlionsfh  world-wide  in  its  operation, 
of  necessity  break  down  sooner  or  later  ? The 
inono-metallists  answer.  Yes  ; the  bi-metallists 
answer,  JS’o. 

I have  made  the  statement  that  Mr.  Eoberts- 
Ansten,  Chemist  and  Assayer  to  the  Eoyal  Mint, 
furnished  a minute  to  the  Eoyal  Gold  and  Silver 
Commission,  1886-9,  wherein* he  made  the  gold 
price  of  the  production  of  88^  million  ounces  of 
silver,  which  was  the  world’s  estimated  production 
of  silver  in  1883,  at  the  proportion  of  44  parts  of 
silver  to  1 part  of  gold.  In  Mr.  H.  H.  Gibbs’s 
article,  he  wrote,  “ I have  re-read  Prof.  Eoberts- 
Austen’s  evidence,  and  can  find  nothing  like  this, 
and  I learn  from  him  that  he  never  said  anythino- 
of  the  sort.”  If  Mr.  Gibbs  will  refer  to  page  328 
of  the  appendix  to  the  first  report  of  the  Eoyal 
Gold  and  Silver  Commission,  he  will  find  these 
words  given  by  Mr.  Eoberts-Austen  under  the 
figures  of  the  total  yield  : — “ The  mean  cost  of  the 
production  of  the  ounce  of  fine  silver  was,  therefore, 
about  Is.  8d.,  corresponding  to  Is.  6^^/.  per  ounce 
standard.”  This  is  in  the  pro])ortion  of  51  parts  of 
silver  to  1 part  of  gold,  arrived  at  in  this  manner  : 
1,9.  8d.  20(?.,  which  is  the  sign  for  9'417  troy 

grains  of  pure  gold  : 480  troy  grains  of  pure  silver 
in  an  ounce,  divided  by  9'417,  yields  a proportion 
of  50*97  parts  of  silver  to  1 part  of  gold.  This  is 
about  16  per  cent,  more  than  the  44  parts  of  silver 
to  1 part  of  gold  mentioned  by  me,  and  may  be 
taken  as  interest  upon  capital.  Mr.  Gibbs  writes 
that  the  Professor’s  expression  in  his  report,  “ the 
mean  of  successful  mining  and  metallurgy,”  is 
interpreted  by  him  “ as  the  actual  average  cost  of 
bringing  ore  in  sight  ‘to  grass,’  and  extracting  the 
silver.”  Does  Mr.  Gibbs  mean  by  “to  grass  ” that 
there  were  no  transport  charges  ? Mr.  Eoberts- 
Austen  distinctly  states,  “ Sufficient  allowance  has, 
it  is  believed,  been  m.ade  for  the  cost  of  mining  and 
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transport.’’  Under  Section  II.  he  gives  the  cost  of 
two  mining  companies,  and  takes  a freight  of  $18 
upon  other  expenses,  $72*63,  or  24*78  percent., and 
$59*37  upon  $189*20,  or  31*38  per  cent.  These 
freights  are  taken  into  the  cost,  and  affect  more  than 
20  millions  of  ounces  of  silver.  It  is  a pity  that  this 
escaped  Mr.  Gibbs’s  notice.  Mr.  Marble,  President 
of  the  National  Bank  of  California,  estimates  the 
gold-cost  of  silver  in  the  following  proportions  to  1 
of  gold  : 39*3  of  silver  in  the  United  States  of 
America,  55  of  silver  in  Mexico,  60  of  silver  in 
Central  and  South  America.  In  Australasia  it  is 
likely  to  be  very  much  higher. 

As  one  who  has  taken  considerable  pains  to 
arrive  at  the  comparative  average  annual  cost  of 
the  production  of  gold  and  silver,  which  is  the  only 
proper  way  of  looking  at  the  matter,  I must  state 
my  impression  from  two  years’  experience,  gained 
from  the  returns  from  the  U.S.A.  of  the  actual 
yields  and  cost  of  production  of  gold  in  California 
and  silver  in  Colorado,  that  80  parts  of  silver  to  1 
part  of  gold  is  not  far  from  the  truth,  if  it  could  be 
tabulated.  Bi-metallists  should  not  lose  sight  of 
the  fact  that  there  are  gold-mining  failures  as  well 
as  silver-mining  failures.  My  method  deals  fairly 
with  both  industries. 

I have  now  done  with  Mr.  Gibbs’s  notes.  I refer 
the  student  to  his  writings  and  to  mine. 

I am  painfully  sensible  that  I cannot  write  nearly 
so  clearly  as  I desire,  though  I am  glad  to  say  that 
Mr.  Gibbs  has  pretty  well  grasped  my  meaning. 
Upon  the  appearance  of  his  “ Colloquy  upon  Cur- 
rency,” in  the  Contemporary  Bevieiv  of  July,  1889, 
I did  all  I could  to  urge  an  abler  writer  thanjny- 
self  to  write  a colloquy  from  the  mono-metallists’ 
standpoint,  and,  failing  to  get  this  done,  I wrote  a 
“ Colloquy  upon  the  Science  of  Money  ” in  Septem- 
ber of  the  same  year.  A perusal  of  these  two 
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papers  would  throw  into  prominence  the  different 
views  we  take  upon  the  subject  of  money. 

The  publication  of  my  guide  to  the  Foreign  and 
Colonial  Exchanges  under  the  title  of  “ Norman  on 
Metal  Money  and  the  Exchanges”  will  soon  be 
completed  by  Messrs.  Sampson  Low,  Marston  & 

Co.  Ltd.  Four  factors  are  used  in  the  construction 
of  the  second  and  working  part  of  the  guide.  I. 

The  Mint  issue  weight  of  pure  metal  in  each  of  the 
world’s  29  chief  moneys  of  account.  II.  The 
money  table  of  each  monetary  system.  III.  The 
weights  by  which  silver  is  sold  in  the  15  gold 
monetary  systems,  and  by  which  gold  is  sold  in  the 
14  silver  monetary  systems.  IV.  The  fourth 
factor  is  Norman’s  unit  of  weight  system,  which  is 
based  upon  the  first  and  second  factors  and  consists 
of  adding  to  each  monetary  system  monetary  signs 
for  one  gram  and  one  grain  of  pure  metal  on  the 
mint  issue  weight  of  standard  coins.  With  these 
simple  factors  worked  by  decimals  the  world’s  225 
fixed  gold  pars  of  exchange  of  gold  for  gold ; and 
the  world’s  196  fixed  silver  pars  of  exchange  of 
silver  for  silver  are  reached,  as  also  are  the  210 
absolute  pars  of  exchange  of  gold  for  silver,  and 
the  210  absolute  pars  of  exchange  of  silver  for  gold  . 
upon  the  gold  price  of  silver  of  the  day  in  gold 
monetary  systems,  and  upon  the  silver  price  of 
gold  of  the  day  in  silver  monetary  systems.  Devia- 
tions from  par  within  metal  points  assume  the  form 
of  a percentage  premium  or  discount  upon  par. 

Thus,  the  rate  of  exchange  in  a country  upon 
another  country  to  which  it  is  shipping  standard 
metal  would  be  at  a premium  of  the  amount  of  the 
charges  for  transmission  of  the  metal  and  coinage, 
should  there  be  such ; and  the  rate  of  exchange  in 
a country  upon  another  country  from  which  it  is 
receiving  standard  metal  would  be  at  a discount  to  J 

the  extent  of  similar  charges.  j 

I 


